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Annual Meeting 


The Annual General Meeting of the 
Shareholders will be held in the Marquis 
Room, Palliser Hotel, in the City of 
Calgary, Alberta at 9:30 o’clock in the 
forenoon on Monday, July 22, 1974. 


To The Shareholders 


The operations of your Company again achieved rec- 
ord revenues, earnings and cash flow in the year end- 
ed March 31, 1974. Revenues reached $235,330,000 
in the current year, up from $179,093,000, an increase 
of 31 percent. Net earnings of $5,513,000 for 1974 
($4,444,000 in 1973) before preferred dividends of 
$509,000 ($503,000 in 1973) resulted in earnings per 
common share of $1.61 compared to restated $1.30 in 
the prior year, an increase of 24 percent. Before extra- 
ordinary items the earnings were $1.51 and $1.17 for 
1974 and 1973 respectively. Results for 1973 were 
restated to give effect to the recent accounting policy 
decision by Provincial Securities Administrators that 
companies in the oil and gas industry must set up as 
an expense the future income taxes payable with 
respect to intangible drilling, exploration and lease 
acquisition costs. It is important to note that this 
change in accounting practice does not affect the cash 
flow from operations, which represents the money 
actually available to the Company for the carrying on 
of its operations. Cash flow from operations totalled 
$11,393,000 in fiscal 1974 which, after preferred divi- 
dends, amounted to $3.50 per common share. 


The Company continued its expansion’ in all divi- 
sions. Capital expenditures totalled $16,242,000 of 
which $2,648,000 was financed by sale and leaseback 
of equipment, $7,036,000 by an increase in long term 
debt with the balance being financed out of operations. 
A ten-year financing of $10,000,000 arranged late in 
the fiscal year was used in part for financing certain 
of the above capital expenditures and the balance in 
reduction of operating loans. 


Equipment and Supplies 

Operating revenues from this division, which 
includes plumbing, heating, electrical and oilfield 
equipment and supplies, totalled $200,308,000 com- 
pared with $147,792,000 in 1973. 

The plumbing, heating and electrical wholesale 
business continued expansion through acquisitions and 
the opening of new branches. Three electrical whole- 
salers were purchased for cash in 1973. Hussey Electric 
Supply Limited operating from Cornwall (Ontario) 
was acquired on August 1, 1973 while Central Electric 
Wholesale Ltd., Red Deer (Alberta) and The Light 
Centre (Edmonton) Ltd. operating from Edmonton 
and Calgary (Alberta) were purchased on December 
1, 1973. In addition, 15 branches were opened during 
the year bringing to 83 the number of branches oper- 
ated by your Company from coast to coast. Integration 


of electrical supplies into plumbing and _ heating 
branches, and vice-versa, continued to take place and 
at present 28 branches are selling both product lines. 
For fiscal 1975 your Company believes that the strong 
demand for the products carried by the plumbing, 
heating and electrical supplics business should continue 
and that your Company will benefit from this demand. 
However this favourable outlook might be affected by 
Jabour disruptions in the construction industry caused 
by inflationary pressures on wages, by the shortage and 
high cost of mortgage money and by government’s 
stringent monetary and credit policies. 


The oilfield equipment and supplies business ex- 
perienced its busiest year and achieved record sales. 
Future forecasts are less certain due to the confronta- 
tion of the Federal and Provincial governments on 
royalty and income tax levies which may curtail invest- 
ment by the oil industry and cause at least a temporary 
down-turn in this area of the division’s activities. 


Drilling Division 

Drilling activity in Canada remained constant com- 
pared with the previous year but a minor readjustment 
in activities in Indonesia, Algeria and the Canadian 
Arctic resulted in a small decrease in the earnings of 
the division for the year as compared with the previous 
record year. 

The energy shortage and upsurge in exploration 
for oil and gas in the United States provided the op- 
portunity, early in 1974, to reactivate our American 
operations and the Company now has five drilling rigs 
under contract in the Rocky Mountain regions and the 
Williston Basin of North Dakota. 


Additional foreign operations mobilized during the 
year included a new helicopter-transportable rig for 
the headwaters of the Amazon River in Brazil and a 
contract offshore Gabon in West Africa for the Com- 
panys’ jack-up rig, Westdrill No. 1. A second helicopter 
rig was ordered for operations in West Irian, Indonesia 
to commence operations in July, 1974. These rigs 
together with the United States operations are expected 
to make a significant contribution to earnings in the 
fiscal year ending March 31, 1975S. 


Two major contracts were negotiated during the 
year for provision of drilling equipment for projects 
in Algeria and Iran. A four-year contract for four large 
rigs in Algeria will get underway in the fall of 1974 
and will replace the technical service contract under 
which the Company previously operated in Algeria. A 
three-year contract for four large rigs in Iran will com- 
mence in the spring of 1975. These two contracts 
should gross in excess of $110,000,000 during the 


contract period and should contribute to improved 
profits during the period. The outlook for future work 
_ beyond the contract term is excellent as petroleum 
operations expand throughout the world. 


Westburne’s consulting engineering group formed 
to undertake special projects related to offshore, arctic 
and tar sands engineering has had a most successful 
first year during which, in addition to performing 
consulting work for many oil companies and govern- 
ments, it has completed the first Canadian design for 
a drillship and participated in the design of one of the 
world’s largest jack-up drilling rigs. A letter of intent 
has been signed with Norwegian shipowners to joint 
venture the building and operation of one or more of 
these units and negotiations with shipyards for con- 
struction of units are underway. 


Exploration and Production Division 


Operating revenue from the exploration and pro- 
duction division has shown a continued increase, as it 
has in the past five years. The revenue for the year 
ending March 31, 1974 was $2,509,000 and for 1973 
was $1,728,000, an increase of 45 percent over the 
same reporting period last year. Earnings from opera- 
tions were $880,000, an increase of 112 percent over 
last year. After increased royalties, production was 
increased 6 percent over the same period last year. 
Thirty wells drilled in 1973 which were not on pro- 
duction in fiscal 1974 are going on production now and 
will contribute to continued growth in 1974/75. 


As at January 1, 1974 McDaniel Consultants 
(1965) Ltd., independent reservoir engineers, esti- 
mated the Company’s proven oil reserves at 10,005,000 
net barrels and probable oil reserves of 7,669,000 net 
barrels. These reserves are contained in various fields 
in Saskatchewan, Alberta and British Columbia. 


This division participated in the drilling of 59 
wells (20 net wells) resulting in 57 wells being com- 
pleted as producing wells. Two wildcat wells were 
drilled and abandoned during this reporting period. 
Depending upon more favourable government policies 
on price, royalties and taxation of oil and gas, we plan 
to participate in the drilling in Canada, of approximate- 
ly 50 development wells and 5 exploratory wells in 
1974. In addition, an exploratory well is planned for 
each of three North Sea blocks in which we have an 
interest. 


Westburne is actively seeking concessions for the 
purpose of exploring for major oil and gas reserves 
on a worldwide basis. It is considered that such an 
exploration effort will expose the Company to the 
possible discovery of large scale oil and gas reserves 
in new geological basins. 


Of importance to this division’s future earnings and 
areas of interest is the recent confrontation between 
Federal and Provincial governments regarding price, 
royalties and taxation of oil and gas. Westburne’s man- 
agement is of the opinion that further improvement in 
the rate of return to the industry on its investment 
in oil and gas properties in Canada is necessary to 
sustain continued new exploration and development. 


Your Directors take this opportunity to express 
their appreciation to all employees for the efficient 
contribution they have made to the achievement of 
record results in fiscal 1974. 


On behalf of the Board of Directors, 


Ie 


J. A. SCRYMGEOUR 
Chairman 


July 2, 1974 


westburne international industries ltd. 
AND SUBSIDIARY COMPANIES 


Financial Highlights 


For the Year Ended March 31 — 
Total Operating Revenue . 


Net Earnings For The Year 


Net Earnings Applicable To Common Shares 
Before Extraordinary Items . 


*Per Common Share 
After Extraordinary Items 
*Per Common Share 


Cash Flow Applicable To Common Shares . 


*Per Common Share . 


JNS alt Ilene Siil <= 
Fixed Assets — Net 


Total Assets . 
Long Term Debt — less amount due within one year 


Shareholders’ Equity 
Preferred 


Common 
Per Common Share . 


Total Equity 


Number of common shares outstanding (net) . 


1974 


$235,330,000 
5,513,000 


4,685,000 
1.51 
5,004,000 
1.61 
10,888,000 
3.50 


48,639,000 
155,445,000 
31,068,000 


6,902,000 
32,021,000 

10.30 
38,923,000 


3,109,272 


*Based on weighted quarterly average number of shares outstanding during the year. 


1973 
(Restated ) 


$179,093,000 
4,444,000 


3,541,000 
1g 
3,941,000 
1.30 
9,069,000 
2.99 


39,721,000 
11957512000 
24,060,000 


6,653,000 
27,294,000 

8.85 
33,947,000 


3,083,143 


westburne international industries ltd. 
AND SUBSIDIARY COMPANIES 


Summarized Earnings of Operating Divisions (1) 


[Thousands of Dollars | 


Equipment and Supplies . 


Contract Drilling 


Oil and Mineral 
Exploration 
and Production . 


Add (Deduct) 
General administrative 
expenses 


Inferest expense . 


Interest and other 
investment income 


Gain (loss) on sale 
of fixed assets 


Extraordinary gains 
less losses . 


Income taxes 


Earnings before 
minority interest 


Minority interest 


Net earnings for the year . 


Dividends on preferred 
shares 


Net earnings applicable 
to common shares . 


Year Ended March 31, 1974 


Year Ended March 31, 1973 (Restated) 


Administrative Depre- Earnings Administrative Depre- Earnings 
Operating & General ciation from Operating & General ciation from 
Revenues Expenses & Depletion Operations Revenues Expenses & Depletion Operations 
$200,308 3926,.969 38 9922 2310472) $147,792 $19,554 $ 767 $ 5,391 
32,513 2,89) 2,091 4,269 295518 2,148 1,621 4,553 
2,509 85 338 880 1,728 45 400 415 
$235,330 $29,949 $ 3,351 15,561 $179,093 $21,747 $ 2,788 10,359 
$ (405) 5833) 
(4,674) (3,083) 
834. 754 
(72) 243 
319 400 
(5,653) (9,651) (3,644) (5,663) 
5,910 4,696 
397 252 
5,513 4,444 
509 503 
$ 5,004 $ 3,941 


NOTE (1) Figures are presented by type of business activity rather than corporate entity. 


westburne international industries I td. 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Earnings 
for the year ended March 31, 1974 


[Thousands of Dollars] 


OPERATING REVENUES: 
Sales of merchandise . 
Contract drilling . 

Oil and gas product:on 


COST AND EXPENSES: 
Cost of sales — merchandise . 
Contract drilling 
Oil and gas production 
Depreciation and depletion (Note 4) 
Selling, general and administrative 


EARNINGS FROM OPERATIONS 


OTHER EXPENSES (REVENUES) 
Interest — long term debt 
Other interest ; 
Interest and other investment income 
Gain on sale of fixed assets 


EARNINGS BEFORE INCOME TAXES 
AND EXTRAORDINARY ITEMS 


INCOME TAXES 
Current . é 
Deferred (Note 1 © ) 


EARNINGS BEFORE EXTRAORDINARY ITEMS 


EXTRAORDINARY ITEMS 
Income tax reduction due to epplenion 
of loss carry forward 


EARNINGS BEFORE MINORITY INTEREST . 
Minority interest 


NET EARNINGS FOR THE YEAR 


Earnings per common share — (Note 14) 


1974 
$200,308 
32,513 
2,509 
235,330 


162,005 
23,258 
1,206 
3,421 


30,284 
220,174 


15,156 


2544 
2,157 
(834) 
72 
3,912 


11,244 


3,447 
2,206 


5,653 
3,991 


319 


5,910 


397 


> 5,513 


1973 
(Restated) 
$147,792 
2955715 

1,728 


179,093 


122,079 
21,254 
867 
2,860 
22,007 


_ 169,067 


10,026 


1,968 
1,115 

(754) 
(243) 


2,086 


7,940 


1,482 
2102 


3,644 


4,296 


400 


4,696 


252 
$ 4,444 
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Consolidated Statement of Retained Earnings 
for the year ended March 31, 1974 


[Thousands of Dollars] 


1974 1973 
cor (Restated ) 
BALANCE AT BEGINNING OF YEAR 
FA SMPECMIOUSEVE TCOOLCCMMEAN ME 5 ee oe og en Sn i ee $24,494 $20,140 
Adjustment of prior year’s deferred income taxes (Note 1 (d)) . . . . 2,265 1,901 
EASEEECSUA LCC Mmm atc POR Oe Oe kg 22,229 ~ 18,239 
ADD 
INGOmealmingselOrmihemyecate Ge oe kk kU 3,513 4,444 
Reduction (increase) of minority interest arising from increase (decrease) 
in the ownership of United Westburne Industries Limited. : : 5 : (371) 49 
27,371 PUTIN? 
DEDUCT 
Dividends on preferred shares 
SChiCSmE NET Pe ee OS ke a BN oa See 392 397, 
Lo OURSCLICS mare I ee ee oP ol a Oe, ON OP teh 17 22 
Ie SIS. : Tl Ae ee eee ee ee ee Se ES 82 84 
LOSE SCLC SECM IRR ye) ae A ee en ge 18 — 


BAPANG ESN IMPNDTORSYBAR 35 20. 5 9s. SP Ee ees $26,862 $22,229 


Consolidated Balance Sheet as at March 31, 1974 


[Thousands of Dollars] 


ZS Ele 


CURRENT ASSETS: 
Cash and short term deposits (Note 2) 
Accounts receivable ; 
Inventories, at lower of cost Bad net Wealicable ne 
Prepaid expenses 


TOTAL CURRENT ASSETS | 


INVESTMENTS AND ADVANCES, at cost (Note 3) 
Shares and advances 
Panarctic Oils Ltd. 


Other ; 
Notes and mortgages eee 
Notes receivable — directors and employees 


FIXED ASSETS, at cost (Note 4) 
Less accumulated depreciation and doilsiton 


FINANCIAL EXPENSES, less amounts amortized 


EXCESS OF COST OF INVESTMENTS IN SHARES 
OF SUBSIDIARIES OVER NET ASSETS AT 
DATE OF ACQUISITION (Note 5) 


TOTAL ASSETS . 


SIGNED ON BEHALF OF THE BOARD: 


J. A. SCRYMGEOUR, 
Director. 


W. S. ZARUBY, 
Director. 


2,284 
1123 

473 
2,116 


6,056 


70,695 
22,056 


48,639 


184 


3,457 
$155,445 


1973 


$2,251 
39592 
29,698 
747 


72,288 


ne) 
904 
Syey2 
1,605 


4,580 


295307 


19,646 


Seal 


200 


2,962 
BR) vies 
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AND SUBSIDIARY COMPANIES 


LIABILITIES 


1974 
CURRENT LIABILITIES: 
Banke loansmsecured | (Nofe.6)" 5) 2). ee $ 28,698 
Accounts payable. . Teed ty On Pa eee 38,374 
Income taxes payable (Note 12 (d) . : ; : , : , : : : 228. 
Dividend payable ‘ee eae Ort SAA Jeera a? Wi: Ue ee 74 
Bong cermedebigducswithinvone year. 9. 9 2 4 4 ee 2,898 
LO VATACURRENT LIABILITIES =) es ee eee 72,329 
LONG TERM DEBT LESS AMOUNT DUE WITHIN 
ONE YEAR (Notes 6 and 7) é ; : * e ; P ; ; a 31,068 
DEFERRED INCOME TAXES (Note! (d)) . =. 4. |. . | |. | 9,129 
MINOR UE YS UN TE RIES le GNotes Sie). es ee ee ee 3,996 
TOTAL LIABILITIES ee ote da eS’ ia meee ie: 116,522 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 9) 
Preferred ay i oe Oe ek ee er cape peers eee Te 6,902 
Common . : ; . ; P . , : : : 3,109 
CONTRIBUTED SURPLUS Ree 10) aust hn eee ee 2,050 
RETAINED EARNINGS (Note 11) al eee AMT. Be, fe. © emer 26,862 
LOvAtes tH AREHOLDERS SEOUL LY fe ya) een ae 38,923 
TOTAL LIABILITIES AND 
SHAREHOLDERS’ EQUITY $155,445 


Auditors’ Report 


The Shareholders 
Westburne International Industries Ltd. 


1973 
(Restated) 
$ 20,448 

PUVA 
437 
thi 


3,186 


515522 


24,060 
6,962 
3,260 

85,804 


6,653 
3,083 


1,982 
LER LZNS) 
33,947 


$119,751 


We have examined the consolidated balance sheet of Westburne International Industries Ltd. and its subsidi- 
aries as at March 31, 1974 and the consolidated statements of earnings, retained earnings and source and applica- 
tion of funds for the year then ended. For Westburne International Industries Ltd. and those subsidiaries of which 
we are the auditors, our examination included a general review of the accounting procedures and such tests of the 
accounting records and other supporting evidence as we considered necessary in the circumstances. With respect to 
those subsidiaries of which we are not the auditors we have carried out such enquires and examinations as we con- 


sidered necessary in order to accept for purposes of consolidation the reports of the other auditors. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at March 31, 1974 and the results of their operations and the source and application of their funds for the year 
then ended, in accordance with generally accepted accounting principles applied, after giving retroactive effect to the 
change in the method of income tax allocation described in Note 1 (d) to the financial statements, on a basis con- 


sistent with that of the preceding year. 


June 7, 1974 
Calgary, Alberta 


Touche Ross & Co. 
Chartered Accountants. 


westburne international industnies ltd. 
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Consolidated Statement of Source and Application of Funds 


for the year ended March 31, 1974 


[Thousands of Dollars] 


WORKING CAPITAL — OPENING BALANCE 


SOURCE OF FUNDS 
Net earnings . 
Depreciation and ipslaar 
Deferred income tax . 
Other 


Cash flow from operations . 


Increase in long term debt 
Net book value of fixed assets sold 
Collection of notes and mortgages (net) 
Issue of capital stock 

Common and preferred shares 
Sale of investment 


Sundry 
Total . 


APPLICATION OF FUNDS 

Capital expenditures . 

Purchase of investments 

Repayment of long term debt 

Dividends on preferred shares . 

Excess cost of investments in shares of css hentcs 
acquired over net book value of assets 

Reduction of minority interest by payment 
off of preferred shares and acquisition of additional 

common shares of a subsidiary 


Sundry 
Total 


INCREASE OF WORKING CAPITAL . 
WORKING CAPITAL — CLOSING BALANCE 


10 


1974 


$20,766 


25513 
3,421 
2,206 


20 


11,397 
16,184 
3,902 
475 


345 
306 


32,609 


16,242 
1,952 
9,148 

559 


499 


ely 
78 


28,595 


4,014 


$24,780 


1973 


(Restated) 
$ 11,598 


17,141 
9,168 
$ 20,766 


westburne international industries ltd. 
AND SUBSIDIARY COMPANIES 


Notes to Consolidated Financial Statements March 31, 1974 


ih 


PRINCIPLES OF CONSOLIDATION AND ACCOUNTING POLICY 


(a) The consolidated financial statements include the accounts of Westburne International Industries Ltd. 


(b) 


(c) 


(d) 


and all subsidiary companies (collectively called for the purposes of these notes the “Company’’). 
618,980 Common Shares of Westburne International Industries Ltd. owned by subsidiaries and car- 
ried at a cost of $2,274,000 are eliminated on consolidation. The two principal subsidiaries, Westburne 
Petroleum Services Ltd. (“W.P.S.”) and United Westburne Industries Limited (“United”) are consoli- 
dated on a pooling of interest basis. All other subsidiaries, including subsidiaries of the two principal 
subsidiaries, have been accounted for as purchases and their accounts included in the financial statements 
since the effective dates of acquisition. 


The consolidated financial statements include the Company’s share of the assets, liabilities, revenues 
and expenses of two joint ventures involving contract drilling operations. The 1973 figures have been 
restated to be comparative. 


Assets and liabilities and income and expenses of the Company which are in currencies other than 
Canadian dollars are converted into Canadian funds on the following basis: 


(i) Current assets and current liabilities at exchange rates in effect at the end of the period; 
(ii) All non-current assets and liabilities at the rates prevailing when acquired or incurred; and 
(iii) Income and expenses, except depreciation and depletion, at the average rate for the period. 


The Company follows the full cost method of accounting in respect of its oil and gas activities. All costs 
relating to the exploration for and development of oil and gas reserves are capitalized. Proceeds 
from disposal of properties are deducted from costs without recognition of gain or loss. 


Current accounting practice recommends the recording of corporate income taxes on the tax allocation 
basis for all timing differences between accounting income and taxable income. In prior years, the Com- 
pany followed this policy in respect of timing differences relating only to tangible assets. The Company 
has now adopted this policy with respect to intangible development and exploration expenditures. Ac- 
cordingly additional deferred income taxes of $637,000 in respect of intangibles have been recorded in 
the accounts for the current fiscal year. 


Retained earnings at March 31, 1973 previously reported as $24,494,000 has been restated to show a 
retroactive charge of $2,265,000 representing cumulative additional deferred income taxes to March 31, 
1973. Of the $2,265,000, $364,000 is applicable to 1973 and has been charged to income for that year. 
Net income for the year ended March 31, 1973, previously reported as $4,808,000 has been restated to 
$4,444,000, to reflect the change. The remaining $1,901,000 is applicable to years prior to April 1, 
1972 and has been charged to retained earnings at that date, previously reported as $20,140,000. 


FOREIGN CURRENCY RESTRICTIONS 


Cash of $515,000 is subject to foreign currency restrictions. 


INVESTMENTS AND ADVANCES 
(a)) Panarctic. Oils Ltd: 


The Company at March 31, 1974 had acquired 792,829 common shares of Panarctic in consideration 
of contributions of $2,284,000 on exploration and drilling operations being carried out on lands con- 
trolled by Panarctic in the Arctic Islands, (to March 31, 1973 the sum of $1,719,000 had been con- 
tributed). The Company is committed to contribute additional amounts up to a maximum of $650,000 


at various dates up to March 1975. 


11 


12 


(b) Notes receivable — directors and employees 
The Company holds notes of directors and employees, including officers, which have arisen from sub- 
scriptions for Preferred Shares of the Company and W.P.S. and the sale of common shares of United 
as set out hereunder: 


1974 1973 
5% notes receivable due on or before December 31,1979. . . . $ 160,000 $ 220,000 
6% notes receivable due on or before December 31, 1980 . ; : : 1,330,000 1,385,000 
6% notes receivable due on or before July 1291983" 2 se 380,000 -—— 
Non-interest bearing notes receivable due on or before May 1, 1983 . ‘ 306,000 — 


$2,176,000 $1,605,000 


FIXED ASSETS, DEPRECIATION AND DEPLETION 


1974 1973 

Cost Net Book Value Cost Net Book Value 

Lands. : ; , : : . . ; $ 1,683,000 $ 1,683,000 $ 1,575,000 $ 1,575,000 

Buildings. ; ; ' A ‘ ; : 9,513,000 7,018,000 8,769,000 6,396,000 

Drilling rigs : 2 : : : : 5 31,425,000 23,351;000 25,115,000 17,621,000 

Drill string . : : : : A 5,518,000 2,960,000 4,852,000 2,762,000 

Oil production equipment . : : : 3,215,000 2,564,000 2,542,000 1,705,000 

Other equipment. ; , : ; : 9,919,000 4,983,000 8,715,000 4,694,000 
Oil and mineral leases 

and development expenditures. . . 9,122,000 6,080,000 7,199,000 4,968,000 


$70,695,000 $48,639,000 $59,367,000 $39,721,000 


It is the policy of the Company to depreciate the cost of plant and equipment to its estimated residual value 
over the estimated useful lives of the assets as follows: 
Buildings — at rates of 5% to 10% mainly on a diminishing balance basis 


Drilling rigs — at a rate per drilling day designed to prorate original cost less a residual value of 30% 
over 3,000 drilling days 


Drill string — straight-line basis related to drilling activity 


Oil production equipment, oil and mineral leases and development expenditures — unit of production 
based on full cost method and estimated recoverable reserves 


Other equipment — mainly 20% to 30% diminishing balance basis. 


EXCESS OF COST OF INVESTMENTS IN SHARES OF SUBSIDIARIES OVER NET ASSETS AT 
DATE OF ACQUISITION 


The unamortized excess of cost of investments in shares of subsidiaries over net assets at date of acquisition 
arises from the accounting by subsidiaries for acquisitions of their subsidiaries on a “purchase basis”. This — 
excess has been allocated as follows: 


Fixed. assets 5°22. Dee ge $ 292,000 
Intangibles. : : : ; ; : ; : ; ; : ; ! 3,457,000 
$3,749,000 


Management is of the opinion that the amount of $3,457,000 attributed to intangible assets is of continuing 
value and accordingly does not contemplate any amortization of this asset. 


ASSETS PLEDGED 


The Company has pledged all accounts receivable, certain investments, certain of its oil and gas producing 


properties and has granted debentures secured by floating charges on certain assets, as security for bank 
loans. 


The Company has also granted a floating charge on certain assets as security for outstanding Sinking Fund 


Debentures amounting to $4,629,000 and has granted mortgages secured by certain real property and 
Improvements. 


7. 


LONG TERM DEBT 


(a) Sinking Fund Debentures 
Series A — 7% maturing March 15, 1987 (1) 
Series B — 712% maturing August 1, 1982 . 
Series C — 812% maturing March 31, 1989 . 


(1) After deducting $55,000 (1973 - $105,000) purchased and held in 
safekeeping for future sinking fund requirements. 


The Company has convenanted to provide a sinking fund related to the 
above debentures aggregating $365,000 by March 31, 1975, and annually 
thereafter. The debentures are redeemable prior to maturity for other than 
sinking fund purposes at maximum premiums ranging from 4.375% to 
6.15%, such premiums to decrease by .375% to .50% yearly until the 
various redemption prices equal the par values. 

(b) Bank loans, including current portion . 

The above include special loans and oil and gas production loans, and 

carry interest rates ranging from 9% to 11%4% at March 31, 1974. 

(c) Mortgages, secured debentures, conditional sales contracts, ctc. 
The above carry interest rates ranging from 644% to 1234% at March 
Bt o74: 
Total long term debt . 

Less amount due within one year . 


MINORITY INTEREST 
Amounts making up minority interest are as follows: 


Preferred shares . Joh gen 
Common shares and contributed surplus 


Retained earnings 


CAPITAL 
A uthorized 
Shares Amount 


(a) Capital stock 
Preferred Shares of the par value of 


$25 each, issuable in series . 680,000 $17,000,000 


8% Cumulative Redeemable 
Convertible Preferred Shares, 
Series A 


Issued as at March 31, 1973 
Converted into Common Shares . 


1974 1973 
o> 33501 95000 $ 3,720,000 
360,000 400,000 
750,000 800,000 
4,629,000 4,920,000 
11,893,000 15,332,000 
17,444,000 6,994,000 
33,966,000 27,246,000 
2,898,000 3,186,000 
$31,068,000 $24,060,000 
1974 1973 
$2,463,000 $2,553,000 
351,000 198,000 
1,182,000 509,000 
$3,996,000 $3,260,000 
Issued 

Shares Amount 
196,120 $4,903,000 
0250) eee 5.025 
195,095 4,877,375 


Subordinated Preferred Shares of 
par value of $10 each, issuable in 
series . 
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Authorized 
Shares Amount 


5% Subordinated Cumulative 
Redeemable Convertible 
Preferred Shares 1969 Series 


Issued as at March 31, 1973 
Converted into Common Shares . 


6% Subordinated Cumulative 
Redeemable Convertible 
Preferred Shares 1970 Series 


Issued as at March 31, 1973 
Redeemed during the year 


6% Subordinated Cumulative 
Redeemable Convertible 
Preferred Shares 1973 Series 


Issued during the year . 
Redeemed during the year 


Preferred Shares 


Common Shares of the par value of 
St each! [7 ee eno O00 $ 8,952,000 


Issued as at March 31, 1973 (1) 


Issued during the year on 
conversion of preferred shares 


Issued pursuant to share 
exchange offer to holders of 
United common shares (2) . 


Common Shares (1) 


(1) Exclusive of 618,980 shares owned by subsidiaries. 


Issued 


Shares Amount 
36,500 365,000 
5,050 50,500 
Sh Aw) 314,500 
138,500 1,385,000 
5,500 55,000 
133,000 1,330,000 
41,000 410,000 
; 3,000 30,000 
38,000 380,000 
$6,901,875 
3,083,143 $3,083,143 
DBS 23275 
2,854 2,854 


3,109,272 $3,109,272 


(2) The Company was informed during June 1973 that its United States transfer agent and registrar 
had incorrectly reported shares exchanged pursuant to the share exchange offer dated May 19, 


1970 to holders of United common shares. 


(b) At March 31, 1974 a total of 1,050,977 Common Shares were reserved for issuance as follows: 


(1) Upon exercise of outstanding share purchase warrants — 


Series A, expiring March 15, 1977 — 148,744 shares at $6 per share; 
Series B, expiring March 31, 1979 — 15,000 shares at $14 per share; 
Series C, expiring February 27, 1981 — 15,000 shares at $8¥% per share. 


(All subject to adjustment in certain events). 
Gi) Upon exercise of conversion privileges of Preferred Shares — 


195,095 Series A Preferred Shares, convertible up to March 1, 1977 into 585,285 Common Shares 
31,450 Preferred Shares 1969 Series, convertible up to December 31, 1979 into 125,800 Common 


Shares 


133,000 Preferred Shares 1970 Series, convertible between January 1, 1975 and December 31, 


1980 into 133,000 Common Shares 


38,000 Preferred Shares 1973 Series, convertible between July 1, 1978 and July 1, 1983 into 


28,148 Common Shares. 
(All subject to adjustment in certain events). 


CONTRIBUTED SURPLUS 


Opening balance . im - ated ie Eau see ar 
Portion of issue price of Common Shares allocated 
Gain on purchase for cancellation of preferred shares . 


1974 
$1,982,000 $ 
53,000 
15,000 


1973 
1,776,000 
191,000 
15,000 


$2,050,000 $1,982,000 


11. 


12. 


13. 


14. 


RETAINED EARNINGS 


(a) Under the provisions of the governing statutes, $2,070,000 (the amount equal to the par value of pre- 
ferred shares redeemed) is restricted from distribution to shareholders. 

(b) An agreement with certain preferred shareholders requires that a purchase redemption fund be estab- 
lished. $187,000 is restricted for this purpose. 

(c) The trust deeds under which the Series “A”, “B” and “‘C” debentures were issued provide certain re- 
strictions on payment of dividends. 


COMMITMENTS AND CONTINGENT LIABILITIES 


(a) The Company has entered into lease agreements for premises and drilling equipment at annual rentals 
approximating $1,302,000 as at March 31, 1974 and for various terms expiring up to 1990. In addi- 
tion, the Company has entered into sale and leaseback agreements covering other assets which at March 
31, 1974 called for annual rentals of $346,000 until 1987. 

(b) The Company has a commitment to Panarctic Oils Ltd. of $650,000 as set forth in Note 3(a). 


(c) Pension and Retirement Plans — 

The Company has an unfunded liability with respect to past service which it is anticipated will be paid 
into the plan in equal annual instalments of $47,000 until 1992. 

(d) The Company has entered into three and four year drilling contracts in Iran and Algeria respectively. 
The contracts should gross in the aggregate, in excess of $110,000,000 during the contract periods and 
will require the acquisition of drilling assets at an approximate cost of $38,000,000. The Company does 
not anticipate difficulty in financing these acquisitions. 

(e) Income Taxes — contingent liability — 

Under provisions of the Canadian Income Tax Act companies whose principal business is related to oil 
and gas activities are entitled to deduct in computing taxable income expenditures incurred in oil or 
gas exploration and development. In computing taxable income certain subsidiaries deducted such ex- 
penditures incurred in prior years. The Department of National Revenue - Taxation Division, has ques- 
tioned the deductibility of these particular amounts by such subsidiaries indicating that in its opinion 
the rights of such subsidiaries to these deductions were no longer vested in the subsidiaries because of 
certain agreements entered into by them prior to their acquisition by the Company. The Company, hav- 
ing obtained the advice of counsel, is of the opinion that these subsidiaries are still entitled to the de- 
ductions. The Department of National Revenue - Taxation Division has issued assessments and the 
Company has entered appeals against them. The amounts of such assessments aggregate $993,000 (in- 
clusive of interest of $178,000). The Company has provided, out of earnings of 1969 and 1970, an 
income tax reserve of approximately $340,000 which is available in the event the Company’s appeals 
and if necessary court actions, are not successful. 

The Company has been assessed, in respect of fiscal periods from 1967 to 1973, income tax and interest 
of $354,000. The income tax so assessed relates to disallowance of certain interest expense. The Com- 
pany is taking all necessary steps to contest the assessments and accordingly no provision has been made 
in the accounts. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 
The Company and its subsidiaries paid all directors and senior officers, including directors who are officers, 
an aggregate of $503,150 during the year ended March 31, 1974. 


EARNINGS PER COMMON SHARE 1974 1973 
Basic earnings per Common Share 
Earnings) Delore exihaordinarys items... en | een ae Slo © ly, 
Ex iaordinarys itcilS wu) | eee eo etn ore ele ee BOUL FOA3 
INCECAEIDCS serie eS ne cs RC OUGs = com Ds eg. Uae $1.61 $1.30 
Fully diluted earnings per Common Share 
Barmimess betore extraordinary itetiSen sl) ne $1.26 $0.99 
(SDdeNomonevme Terk 9 ee oo ee 0.08 0.10 
INEtRCarOInes: ex Re G0 ik) ee ee Gy ue eee tg aa $1.34 $1.09 


Fully diluted earnings per Common Share give effect to the exercise of warrants and options outstanding and 
the conversion of Preferred Shares. 
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westburne international industries I td. 
AND SUBSIDIARY COMPANIES 
Five Year Summary (1) 


year ended March 31 
(Thousands of Dollars except Per Share data) 


Operating 1974 1973 1972 1971 1970 
QOperatingerevenues).. 90) eee ee $235,230 $179,093 $130,636 $104,714 $105,407 
Pre-Tax Earnings - before extraordinay items . 11,244 7,940 4,859 4,323 4,916 
Net Earnings - before extraordinary items. . 5,194 4,044 2,754 2,039 1,948 
Net Earnings - after extraordinary items .. eye. 6) 4,444 2,856 3,196 22596 
Net Earnings applicable to Common Shares. 5,004 3,941 25343 2,648 Depyeks 


Per Common Share Outstanding (2) 


Basic Earnings — Ordinary . . . . $1.51 S117 $0.75 $0.74 $0.69 

— Extraordinary . .. 0.10 O13 0.03 0.18 0.24 

Total et a a eee: 1.61 1.30 0.78 0.92 O93 

Fully Diluted Earnings — Ordinary .. 1.26 0.99 0.68 0.66 0.64 

— Extraordinary . 0.08 0.10 0.02 0.13 0.20 

— Total... 1.34 1.09 0.70 Ove 0.84 

Cash "Flow te. en ae ne ee OU) tego)! 1.64 17, 1.80 
Financial 

Receivables) 72 =) 3) 3 ye 48,838 SUES 26,310 20,658 19,532 

Inventories a Se re Se 42,910 29,698 22,547 16,124 Lo,225 

Working Capital, By ieee ene 24,780 20,766 11,598 13,367 11,421 

Fixed Assets, net . ; : ; é : : 48,639 39921 32,441 BY 24.395 

‘LOtal Assets [050 0) te. Sean ere ee 155,445 119,751 90,466 113,229 66,984 

Common Shareholders’ Equity . : ; : 322021 27,294 DQBAO3i 19,427 16,036 

Equity per Common Share (3) . . . $10.30 $ 8.85 $ 7.64 $6372 $ 5.79 


(1) Results for 1970 to 1973 inclusive have been restated to give retroactive effect to tax allocation accounting relating to intang- 
ible exploration and development expenses. 


(2) Based on weighted average number of common shares outstanding during year. 


(3) Based on common shares outstanding at year end. 
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